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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS
MARTIN TO PRESIDING OFFICER’S INFORMATION REQUEST No. 1

9. On Page 9 of her testimony, witness Martin (USPS-T-6) estimates a 24.71
percent reduction in capacity of plant-to-plant transportation that will result
from the network restructuring.

a. Please confirm that the 24.71 percent reduction in capacity
represents a simple average of the seven regions.
b. A weighted average percent reduction in capacity, which takes into

account regional differences in transported volume, and differences
in trip distance and frequency within a region, might provide a more
accurate measure of average percent reduction in capacity. Please
explain the rationale for using a simple average rather than a
weighted average.

RESPONSE:

@) Confirmed. The 24.39 percent reduction in capacity represents a simple
average of the seven areas.

(b) In preparing my testimony for this docket, | calculated the weighted
average percent reduction in capacity and compared the result to the
simple average. | included the simple average in my testimony because,
when compared to the weighted average, the simple average was more

conservative. A weighted average would have yielded an estimated

capacity reduction of 29.79 percent, as shown in the chart below.

Plant to Plant Transportation Reduction

Area Trip Reduction % Impact Wagtd. Avg.
Northeast 86 35% 29.94
Eastern 143 33% 47.12
Cap Metro 89 31% 27.31
Great Lakes 69 26% 18.17
Southwest 44 26% 11.52
Western 34 16% 5.50
Pacific 4 4% 0.14
24.39% 139.72
29.79%
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

13. On page 15 of her testimony, witness Martin (USPS-T-6) estimates that
124 million pounds of First-Class Mail with a three-day service standard
will be diverted from surface to air transportation annually as a result of
the proposed changes in critical entry times.

a. Please explain in detail the methodology used for estimating the
number of pounds diverted.

b. Provide all supporting calculations.

C. Please quantify the surface transportation cost savings that result
from moving 124 million pounds of mail to air transportation.

d. Please provide the estimated cost savings from mail diverted from

air transportation to surface transportation as a result of changes in
service standards. Include all supporting calculations, and identify
where in the transportation cost savings estimates savings from
diverting mail from air to surface is incorporated.

RESPONSE:

Please note that the Direct Testimony of Cheryl D. Martin on Behalf of the Postal

Service (USPS-T-6) at 15, lines 3 through 5, was Revised on January 23, 2012.

The revised testimony states, “I have estimated that the volume of mail that will

be transported via air transportation will increase by approximately 124 million

pounds annually over current mail volumes transported by air.” This correction is
intended to clarify that the 124 million pound figure actually represents the net
increase in air mail weight, not the total number of pounds that will be diverted
from surface to air transportation annually as a result of the proposed changes in
critical entry times.

(a-b) The following methodology and calculations were used to estimate the net
volume and weight of First-Class Mail (“FCM”) with a with a three-day
service standard that will be diverted from surface to air transportation
annually as a result of the proposed changes in critical entry times.

Except where indicated below, the input data files are contained in library

references USPS-LR-N2012-1/25 and USPS-LR-N2012-1/NP7.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN

TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):

1.

The analysis began with the service standards matrix for Quarter 1
of FY2012. This matrix contains 850,950 Origin Three-Digit ZIP
Code (“OZIP3") and Destination Three-Digit ZIP Code (“DZIP3")
pairs (“O/D pairs”). It also contains the Quarter 1, FY2012 FCM
service standard for each O/D pair. This service standards matrix
is contained in a tab-delimited text file, “OrigStndPQ1FY2012,” and
is filed under Library Reference USPS-LR-N2012-1/62.

The current OZIP3-DZIP3 transportation mode matrix (file name
“Current FCM Modes”) was mapped to the service standards matrix
described in 1 using the SAS code contained in the file
“Attach.Resp. POIR1.Q13.” This SAS code file has been filed
under library reference USPS-LR-N2012-1/60.

The data in the file “FY2010 FCM ADV” were also mapped to the
service standards matrix described in I 1 using the SAS code. This
file contains the average daily volume (“ADV”) for FCM for the O/D
pairs in FY2010. Steps 1-3 yielded the current mode and the
average daily volume for the O/D pairs.

To determine the new transportation modes for the O/D pairs, the
proposed outgoing and incoming facilities for the O/D ZIP Codes
were mapped to the service standard matrix described in § 1 using
the SAS code. The information that links the proposed facilities to

their ZIP Codes is filed under library reference USPS-LR-N2012-
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):
1/17 (spreadsheet titled “17_ZipAssignment_Locallnsight”).

5. The distance between the proposed facilities was mapped to the
service standard matrix described in § 1 using the SAS code.
Facility-to-facility distance information is contained in the file
“Proposed L201 to SCF Drive Time.” PC Miler batchpro version
20.1, software that allows for the generation of road mileage
estimates between any two points, was used to estimate the
mileage between the proposed facility pairs. Time zones of the
facilities were also mapped to the service standards matrix. Time
zone data are publicly available.

6. The driving time between the proposed origin and destination pairs
was determined by dividing the distances (d) between those
facilities by a fixed travel speed (46.5 miles per hour). The driving
time was then adjusted to account for time-zone changes between
the origin and destination facilities. For example, if under the
proposed network mail would be traveling from a facility in the
Eastern Standard Time zone to one in the Central Standard Time
zone, we subtract an hour from the actual driving time to account
for the hour “gained” by traveling from one time zone to the other.

7. For mail traveling within the Continental United States (CONUS),

the new service standard and transportation mode for each O/D
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):

pair were determined as follows:*

a.

The pair was assigned two-day surface when the adjusted
drive time between the two facilities was four hours or less.
This includes instances where the incoming and outgoing
processes occur at the same facility.

Remaining pairs were assigned three-day surface when the
adjusted drive time between facilities was less than 24
hours.

All remaining pairs that did not meet the criteria above were

assigned to three-day air.

8. The operations above permitted us to produce a file (“Proposed

FCM Modes”) that contained the new transportation modes for the

proposed O/D pairs. Changes in the mode of transportation for

particular O/D pairs, and the associated volumes, were determined

by comparing the data in the “Current FCM Modes” spreadsheet

with data in the “Proposed FCM Modes” spreadsheet as follows:

a.

For each O/D pair, if the current mode is air and the new
mode is surface, then FCM volume for that O/D pair would
be diverted from air to surface. The FCM volumes for these
O/D pairs were aggregated to determine the total volume of

FCM that will be diverted from air to surface.

! The mode remained the same for all offshore pairs.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):

b. For each O/D pair, if the current mode is surface and the
new mode is air, then FCM volume for that O/D pair would
be diverted from surface to air. The FCM volumes for these
O/D pairs were aggregated to determine the total volume of
FCM that would be diverted from surface to air.

C. The total volume of FCM that would be diverted from air to
surface was subtracted from the total volume of FCM that
will be diverted from surface to air, thereby yielding the net
volume of FCM that will be diverted from surface to air.

9. To convert the volume into annual weight, the change in air volume
was converted from average daily volume (ADV) into annual
volume by multiplying the volume by 302 processing days. The
annual volume was converted to weight using a factor of
.047LB/piece.

The responsive data are contained in the following files in library

references USPS-LR-N2012-1/25 and USPS-LR-N2012-1/NP7. The

results of these calculations are provided in USPS-LR-N2012-1/11 in the
spreadsheet titled “Air Transportation Volume Diversion Data.”

(c) The surface transportation cost savings arising from shifting mail from
highway transportation to air transportation are already captured in the
overall estimated reduction of approximately 24.4 percent for Plant-to-

Plant transportation. Because no material savings are expected from the
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN

TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):

(d)

estimated reduction in highway transportation volume, no attempt was
made to quantify that small part of the overall cost savings separately.
The rationale for expecting no material cost savings is that the affected
volume diverted to air transportation currently travels across many
different trips in the surface network. Among other things, these trips
carry mail volume for several destinations to surface transfer centers for
additional sorting and transfer. Thus, the estimated reduction in highway
volume of just 529 thousand pounds per day is so small compared to the
surface network’s size that it will likely decrease capacity utilization rather
than eliminate entire trips.

The cost saving arising from mail being diverted from air transportation to
surface transportation is already included in the overall increase in air
transportation cost calculated by witness Bradley. That is because he
calculates the additional cost of the net additional volume of 124 million
pounds being diverted to air. As the table on the next page shows, the
124 million pounds is the difference between the amount of mail being
diverted from surface to air transportation and the amount of mail being
diverted the other way. As also shown, the approximately 118 thousand
pounds per day diversion of volume from air to surface is quite small
compared to the overall size of the highway transportation network and

will not cause a measurable increase in highway costs.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MARTIN
TO PRESIDING OFFICER’S INFORMATION REQUEST NO. 1

RESPONSE TO QUESTION 13 (CONT.):

ADV  ADVLBS Annual LBS

Air to

Surface 2,505,946 118,332 35,736,362
Surface to

Air 11,216,625 529,656 159,956,131
DIFF 8,710,679 411,324 124,219,769

Revised March 20, 2012



